extensively by capitalist culture is used ultimately against that very same capitalist culture to overthrow it.
George Gilder is then introduced. The amount of attention which we are devoting to him is defended on the grounds of his potential public policy influences. Gilder's vision of capitalism, and its similarities to Schumpeter's vision are noted. Gilder's public policy proposals, notably that we should encourage the entrepreneur, admire and (if we are male) emulate the heroism of the entrepreneur, preserve and strengthen Gilder's conception of the bourgeois family, and fight against becoming too rationalistic by turning to spiritual and religious values are noted. In so doing, it is seen that Gilder is (apparently more or less unconsciously) responding to Schumpeter's gloomy prognosis for the downfall of capitalism in such a way that Gilder apparently feels that capitalism will last more or less forever.
Let us recall Schumpeter's vision of capitalism, as presented in part two of his work Capitalism. Socialism and Democracy. Coming after a long essay on Marx, it is deeply influenced by Marx's work.
A major point of the Marx essay is to take Marx seriously, and to show that Schumpeter will be doing a more or less Marxist analysis, since Marx's methodology "establishes both a goal and a method."(p. Although Schumpeter's general approach and methodology 4 was heavily influenced by Marx, and although Schumpeter felt that capitalism would not survive and would probably be replaced by some form of socialism, Schumpeter, unlike Marx, did not look forward to its demise. Indeed, although Schumpeter was apparently accused of "advocating foreign collectivism" (preface to second edition), Schumpeter in fact rather liked capitalism, and was impressed by it, not least because it nurtured and promoted the entrepreneurial spirit.
As is well known, the key figure in the Schumpeterian scenario of capitalism is the entrepreneur. The role of the entrepreneur is to take risks, promote change, and keep investments and hence the economy charging ahead. The capitalist system rewards entrepreneurs. Like poker, it is a game of chance and skill, and the stakes are sufficiently high as to encourage-most smart people to become entrepreneurs. For Schumpeter there is no such thing as perfect competition in the real world; instead, capitalism is characterized by small, temporary monopolies. These little monopolies arise from technical changes, and they receive temporary monopoly profits.
Through economic competition, they ruin their competitors, and the value of their competitor's old equipment, which process Schumpeter calls creative destruction. This dynamic process leads to unemployment, flux, and inefficiencies in the short run; in the long run it leads to higher standards of living.
The system keeps the best and brightest working hard to get rich. It develops a capitalist culture which is anti-metaphysical, anti-romantic, and anti-heroic. In partial replacement of these pre-capitalist elements, capitalist culture develops rationality, math and the jh/sical sciences, modern technology and modern industry. It is a culture which requires stamina in order to become rich and is pacifistthe goal for most people being to make money, not war. (Chapters
V -XI)
It is also a culture and a system which will kill itself.
Here are the reasons.
A major reason, in some sense the reason, is that as capitalism develops it tends to squeeze out the entrepreneur.
For Schumpeter, the "function of entrepreneurs is to reform or revolutionize the pattern of production by exploiting an invention or more generally, an untried technological possibility." (p. 132) Yet, according to Schumpeter, this social function is losing importance since innovation itself is being reduced to a routine process. As Schumpeter views the development of capitalism, economic progress becomes depersonalized, automatized, bureaucratized, and the role and social position of the capitalist entrepreneur become undermined. It is Schumpeter's contention that if "capitalist evolution -'progress' -either ceases or becomes completely automatic, the economic basis of the industrial bourgeoisie will be reduced eventually to wages such as are paid for current administrative work."(p. 134) And Schumpeter fears that this is indeed happening, because "capitalist enterprise, by its very achievements, tends to automatize progress, we conclude that it tends to make itself superfluous" and "the perfectly bureaucratized giant industrial unit ... ousts the entrepreneur." ( An additional problem according to Schumpeter is that the bourgeois is not a good ruler. He is too rationalistic and unheroic. Hence, "without protection by some non-bourgeois group, the bourgeoisie is politically helpless and unable not only to lead its nation but even to take care of its particular class interests. Which amounts to saying that it needs a master." (p. 138) Yet, the capitalist process does away with its protecting master. It destroyed the institutional arrangements of the feudal world, including the artisan, the lord and the peasant. Moreover, it continues to destroy many sources of potential support in the capitalist world, not only, as was seen above, the entrepreneur, but also the small producer and the small trader.
Furthermore, in the large corporations capitalism creates salaried executives and salaried managers. These people develop an employee attitude; hence, they have no real affect for the capitalist system or the will to fight for it. Property becomes disembodied. For capitalists, mere pieces of paper replace real plant and equipment. Yet, absentee ownership does not call forth a spirited defense of private property.
Hence, the capitalist process paradoxically manages to produce an "atmosphere of almost universal hostility to its own social order." It decreases the importance of the function by which the capitalist class lives, and in so doing "the bourgeois finds to his amazement" that the rationalist attitude which he fostered turns to attack private property and the whole scheme of bourgeois values, (p. 143)
Recall that for Schumpeter the rational recognition of capitalism's economic performance stands out only if, as with most of the classical economists, we take a long-run view. Yet, in the short run it is the profits, inefficiencies, temporary monopolies and structural unemployment generated by the capitalist system which dominate people's consciousness. Thus, it happens that ever-rising living standards come to be taken for granted while each individual is faced with uncertainty and insecurity, (pp. 144-145) In this scene, this turbulent, potentially unstable brew, the relatively scurrilous intellectuals make their own contributions.
According to Schumpeter, the intellectual wields the power of the spoken and written word, with an absence of direct responsibility for practical affairs. They live on criticisms. They tend to be unemployed and underemployed, are hostile to the capitalist system, and stir up the discontent of the masses.
Meanwhile, the rationality of the capitalists tends to conquer all fields, including the decision to procreate (shades of Gary Becker). Capitalists do a cost-benefit analysis on whether to have children, and frequently decide that the hence the reader has a "difficult job of separating the polemics, ideology, and mysticism from the facts, analysis, and genuine insights." (Higgs, p. 958) On the other hand, as Leonard Silk has pointed out, Gilder's work probably should not be lightly dismissed, and Silk himself concludes that "it will surely take its place among the sacred texts of right-wing American populism." (Silk, p. 46) As the back cover of Gilder's book Wealth and Poverty announces, a Business Week review claimed that "reading Wealth and Poverty is indispensable for anyone who wishes to understand the intellectual basis for widespread changes that have already altered the direction of American politics and will help shape public policy in the 1980's." A review in Barron *s accuses it of being "the seminal economic work of the decade.
... All of Washington will be looking to it as a blueprint of the shpe of things to come." Forbes has a review which claims that it is "a first-rate analysis of the supply-side school of economics, whose practitioners will provide the cutting edge for economic policy in the Reagan administration." Yet, because Gilder, unlike Schumpeter, does not root this so-called rationality as arising out of the capitalist system itself, he is able to find a way out of this quandary.
For Gilder, what America needs to do is to become less rationalistic, and more religious. For Gilder, a new infusion of religious faith, spirit and belief will help American capitails Hence, "We do not need 'myths' so much as we need religious beliefs, which, for all their dubious 'irrationality1, bear in their symbolic depite the greatest of pragmatic and historic truths. They tell us that free humans with faith in the future and a commitment to it will prevail." (p. 258) Thus, for 8. Hence, it may be noted that in Gilder's work there are (at least) two types of optimism. In the narrower sense, optimism is needed by entrepreneurs in order to encourage them to invest and innovate, and thus to keep the system going and growing.
Gilder's work itself is also optimistic in a broader sense in that Gilder feels that, with suitable public policies, capitalism can last forever.
9. Here, as elsewhere, it is perhaps a bit ironic that Gilder emphasizes public policy to accomplish his vision of how a capitalistic society ought to be. In general, I understand Gilder's arguments and policy proposals as supporting Schumpeter's 19th century, laissez faire, individualistic male-entrepreneurial capitalism and being a desire to somehow return to that system, rather than necessarily supporting its arguable successor, the corporate capitalist system. Hence, in my view there is a creative tension, and not an identity of interests between the interests and needs of the corporate system and Gilder's work. I think this is particularly evident in Gilder's attitudes towards women; it can also be shown to be evident in the area of labor relations.
10. Which is not to say that Gilder does not use rationality himself. In fact, much of his work can be read as an attempt to use public policy to improve incentives to entrepreneurship, as well as to change incentives to encourage more labor (in the marketplace -for males anyway) and less leisure, and more savings and less consumption. 12. Note that Gilder is not calling for faith in any particular religious creed, nor even, necessarily participation in any sort of organized religion. However, Gilder does feel that there is a need for more of a general climate of religious faith and spirit.
I would like to thank the students in my history of economic though^and labor economics courses at Connecticut College for helping me to see the connections between Schumpeter and Gilder, and for insisting that I take Gilder's work seriously; and two anonymous referees for helping me to clarify my interpretation of several aspects of Gilder's work.
